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“ And  if  a kingdom  be  divided  against  itself 7 that 
kingdom  cannot  stand. 

“ And  if  a house  be  divided  against  itself , that  house 
cannot  stand  .” 

The  Gospel  according  to  Saint  Mark,  3:  24-25. 


Whoever  speaks  of  “The  American  House  of  In- 
dustry” in  Pittsburgh  may  well  feel  that  he  addresses 
an  elder  branch  of  that  impressive  family  at  one  of  its 
principal  and  most  favored  seats.  In  the  district  that 
derives  its  name  from  this  City  and  in  turn  has  made 
this  City  what  it  is,  the  genius  of  the  American  people 
has  wrought  most  mightily  and  has  erected  the  most 
stupendous  and  potent  productive  mechanism  known 
to  the  world.  Here  inventive  skill  has  combined  the 
most  efficient  processes  and  the  most  effective  machines 
for  transforming  inert  masses  of  ore  and  fuel  into  means 
for  satisfying  the  wants  of  the  world’s  consumers; 
,>~here  labor  and  capital  are  organized  on  a tremendous 
scale,  not  to  combat  one  another  but  to  work  together, 
3 as  coordinate  productive  agents,  to  create  those  values 
which,  equitably  divided  between  them,  permit  a high 
standard  of  living,  ample  wages  and  abundant  oppor- 
tunity to  the  one  and  fair  interest  and  wholesome  profits 
to  the  other. 


This  City  is  the  center  and  heart  of  the  great  Amer- 
ican steel  industry,  that  industry  which  is  well  known 
as  the  barometer  of  industrial  conditions  and  of  which 
it  has  been  well  said,  that  it  is  either  a prince  or  a pauper. 
Here,  when  industry  is  active  and  traffic  presses  closely 
upon  their  facilities  for  moving  it,  the  American  rail- 
ways (and  also  those  of  other  countries)  must  come  for 
material  to  extend  their  lines  and  to  augment  the 
capacity  of  those  that  already  exist.  To  you,  in  such 
times,  the  railways  look  for  rails,  cars,  signalling  ap- 
paratus, materials  for  locomotives,  metal  specialties  of 
an  hundred  varieties.  And  here,  too,  when  the  activity 
of  industry  diminishes,  when  the  weight  of  adverse 
conditions  beats  down  enterprise,  is  felt  the  full  and 
immediate  effect  of  the  injury. 

Pittsburgh  is,  to  the  railways,  not  only  a market  in 
which  they  must  seek  materials  and  supplies,  but  it  is 
also  a center  of  traffic.  To  this  center  they  bring  food 
and  other  articles  which  it  does  not  produce  for  the 
consumption  of  its  people  and  an  abundant  share  of  the 
raw  materials  which  its  industries  require.  From  this 
center  they  take  away,  ultimately  to  pass  to  every 
quarter  of  the  habitable  globe,  the  greatest  traffic,  in 
bulk  and  value,  that  originates  within  any  other  region 
of  similar  or  even  considerably  larger  area.  The  traffic 
so  supplied  is  not  alone  of  importance  to  the  roads  which 
reach  the  Pittsburgh  District,  but  wherever  an  Ameri- 
can railway  exists  and  participates  in  the  interstate 
commerce  of  the  American  people,  there  is  a channel 
for  shipments  originating  here,  and  there  also  move,  in 
greater  or  less  volume,  the  products  of  Pittsburgh’s 
industrial  activity.  These  facts,  recognized  as  soon  as 
they  are  mentioned,  point  unmistakably  to  the  mutual 
inter-dependence  existing  between  the  productive  in- 
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dustries  of  this  district  and  the  transportation  agencies 
by  which  they  are  served,  including  among  the  latter 
not  only  the  railways  that  reach  Pittsburgh,  but,  as 
well,  those  that  unite  with  them  to  form  routes  to  all 
the  markets  in  which  Pittsburgh  buys  or  sells.  The 
activity  of  production  here  is  the  activity  of  the  trans- 
portation industry  over  all  these  routes,  the  prosperity 
of  the  one  is  the  prosperity  of  the  other,  depression  of 
the  one  is  the  depression  of  the  other. 

The  industrial  institutions  and  associations  of  this 
City  serve  well  to  establish  the  truth  of  the  assertion 
that  manufacturing  and  transportation,  at  least,  are 
coordinate  branches  of  the  American  House  of  In- 
dustry. Agriculture  may,  indeed,  be  able  to  enforce 
its  claim  to  being  still  the  dominant  branch,  as  it  is 
unquestionably  the  eldest,  but  neither  Agriculture  nor 
Exchange,  both  important  members  of  the  family,  may 
look  down  with  too  great  assurance  upon  their  sturdy 
co-partners  who  share  in  the  duty  and  responsibility  of 
maintaining  the  position  and  dignity  of  this  great  House. 
All  are  brothers-in-fact  and  all  are  inextricably  bound 
and  inter-dependent  by  reason  of  the  great  complexity 
of  modem  industrial  association.  The  situation  evokes 
the  law  laid  down  by  the  greatest  Law-Giver  of  the  Ages 
that  “a  house  divided  against  itself — cannot  stand.” 
Shall  the  American  House  of  Industry  become  a “ house 
divided,”  or,  winning  by  mutual  understanding,  by 
wise  adjustment  of  temporary  and  relatively  unim- 
portant differences  to  more  complete  solidarity,  shall  it 
shape  its  destiny  so  as  soon  to  attain  to  its  rightful 
kingdom  of  Industrial  Supremacy?  America  has  the 
natural  resources;  its  people  possess  the  character,  the 
ability,  the  skill  to  contrive  and  the  strength  to  pursue; 
the  necessary  capital  is  available,  the  East  is  ruddy  with 
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the  dawn  of  the  day  of  realization;  nothing  but  America 
itself  can  block  America’s  way  to  that  preeminent 
position  which  European  industry  cannot  much  longer 
maintain  if  the  force  of  American  competition  is  not 
throttled  by  domestic  misunderstandings. 

Such  an  occasion  as  this  may  best  be  utilized,  there- 
fore, to  consider  how  most  fully  to  foster  and  to  per- 
petuate that  harmony  of  understanding  and  that 
consistent  unity  of  action  which,  without  sacrificing 
one  branch  of  the  American  House  of  Industry  to  any 
other  branch,  will  enable  all  to  work  together  toward 
the  common  aggrandizement.  The  fact  that  such  con- 
ferences as  these  are  held  is,  in  itself,  most  encouragingly 
persuasive  that  the  desired  end  will  be  accomplished. 

The  initial  requirement  which  must  be  recognized 
as  the  basis  of  such  cooperation  as  has  been  urged  is  the 
admission  on  the  part  of  both  buyers  and  sellers  of 
railway  service  that  both  parties  to  these  transactions 
are  performing  coordinate  functions  of  similar  import- 
ance, and  that  the  contract  between  them  ought  to  be 
on  such  terms  as  to  enable  both  to  benefit  therefrom. 
Economic  efficiency  may,  in  fact,  be  defined  as  con- 
sisting of  ability  to  produce  something,  whether  steel 
rails  or  railway  transportation,  pickles,  or  pumpkin 
pies,  and  to  dispose  of  that  something  on  such  terms  as 
satisfy  both  producer  and  purchaser.  It  is  well,  I ap- 
prehend, that  either  party  shall  admit  that  the  other 
has  met  this  requirement,  even  though  proof  may  not 
be  forth-coming.  After  all,  this  degree  of  mutual  con- 
sideration ought  not  to  be  difficult  of  attainment. 
What  would  be  the  value  of  the  most  complete  and  ex- 
tensive stock  of  groceries  if  there  were  no  means  for 
getting  them  into  the  hands  of  consumers?  What 
would  be  the  value  of  the  most  complete  and  efficient 
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equipment  of  delivery  trucks  and  wagons,  if  there  were 
no  goods  to  be  delivered?  The  answer  is  that  Pitts- 
burgh without  railways  would  be  as  impossible  as  rail- 
ways without  traffic. 

From  the  recognition  of  this  incontestible  fact  to 
the  realization  that,  unless  both  producers  and  railways 
are  able  to  earn  satisfactory  returns,  there  will  be  a 
decrease  in  the  supply  of  whichever  is  at  a disadvantage, 
is  but  a short  step.  Because  of  their  mobility,  both 
labor  and  capital  tend  away  from  the  less  remunerative 
industries  and  toward  those  more  profitable,  until  an 
adjustment  is  effected.  Prosperous  production,  there- 
fore, requires  and  implies  prosperous  transportation  and 
prosperous  railways  cannot  exist  without  prosperous 
producers. 

On  the  railway  side,  recognition  of  this  requirement 
has  long  found  expression  in  the  adjustment  of  charges 
for  freight  transportation  to  the  necessities  of  the  pur- 
chasers of  transportation;  in  other  words,  in  the 
consistent  effort  to  open  all  markets  to  all  producers  by 
means  of  transportation  rates  which  will  yield  profit  to 
both  parties  without  burdening  either.  This  is  the  real 
meaning  and  application  of  the  much  misunderstood 
principle  of  “what  the  traffic  will  bear,”  and  when  so 
properly  defined  and  fully  comprehended  it  is  plain  that 
it  is  the  only  principle  upon  which  the  present  develop- 
ment of  American  industry  could  have  been  accom- 
plished. 

The  application  of  this  principle  in  the  daily  negotia- 
tions between  the  shippers  and  the  railways  has  created 
a class  of  highly  practical  students  of  the  conditions  of 
production  and  consumption,  who  as  traffic  officers  of 
the  railways,  serve  the  latter  most  efficiently  when  they 
are  of  the  greatest  service,  also,  to  the  producers.  That 
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traffic  officer  is  most  efficient  whose  industrial  vision  is 
most  acute,  whose  knowledge  of  the  field  of  production 
is  at  once  the  broadest  and  most  detailed,  whose  ap- 
preciation of  the  changing  needs  of  actual  and  potential 
shippers  is  most  sensitive  and  sympathetic.  So  satis- 
factorily have  traffic  officers,  as  a class,  met  these  re- 
quirements that  it  is  but  fair  to  say  that,  through  their 
traffic  departments,  the  railways  possess  and  utilize  a 
very  complete  store  of  knowledge  concerning  the  in- 
dustrial conditions  and  demands  of  the  American 
people.  I apprehend  that,  in  the  main,  the  relations 
between  the  shippers  and  the  railways  have  been  main- 
tained chiefly  through  the  traffic  departments,  in  the 
full  light  of  this  knowledge,  with  an  intelligent  desire 
to  acquire  more  knowledge  and  with  not  a discreditable 
degree  of  wisdom.  That  mistakes  have  been  made  is 
not  to  be  denied,  but  that  these  have  been  relatively 
rare  and  unimportant  exceptions  is  most  unhesitatingly 
asserted. 

The  Interstate  Commerce  Commission  has  never 
looked  too  leniently  upon  railway  conduct  and  there  are 
those  who  have  regarded  it  as  prone  to  exaggerate  ad- 
mitted evils,  if  not  at  times  to  find  evil  where  none 
actually  existed,  yet  the  Commission  has  formally 
given  testimony  in  favor  of  the  large  body  of  American 
railway  traffic  officers.  I quote  from  one  of  its  annual 
reports  as  follows : 

“Of  course  there  are  various  conditions — 
commercial  and  otherwise — which  act  in  most 
cases  as  checks  upon  arbitrary  conduct,  and 
even  where  such  safeguards  do  not  exist  it 
stands  to  the  credit  of  railway  managers  that 
they  are  rarely  chargeable  with  wanton  ex- 
tortion   
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“In  view  of  their  opportunities,  it  is  per- 
haps not  too  much  to  say  that  the  obligations 
of  neutrality  in  this  regard  are  usually  ob- 
served, and  that  discriminations  of  this  char- 
acter are  not  often  the  subject  of  complaint. 
Ninth  Annual  (1895)  Report  of  the  Inter- 
state Commerce  Commission,  pp.  16-17. 

k What  must  be  the  answer  to  the  inquiry  whether 

the  knowledge  and  sympathy  of  the  railways  for  the  pro- 
ducers have  been  fully  reciprocated?  Perhaps  it 
% would  not  be  becoming  on  the  part  of  any  railway 
officer,  before  this  body,  to  suggest  its  answer  to  that 
inquiry.  Yet,  he  may  certainly  be  permitted  to  express 
the  opinion  that,  while  shippers  may  at  times  have 
failed  to  show  that  sensitiveness  to  railway  rights  and 
that  recognition  of  railway  necessities  which  might  have 
been  desirable,  the  lapses  are  readily  explained.  The 
great  mass  of  shippers  are  dealers  upon  a moderate 
scale  in  the  products  of  a single,  simple  department  of 
industrial  activity  and  cannot  be  expected  to  take  as 
broad  a view  of  the  needs  and  conditions  growing  out 
of  relations  to  all  forms  of  productive  industry  as  the 
railway  officer  whose  success  is  dependent  upon  his 
ability  to  adapt  his  course  so  as  efficiently  to  serve  the 
largest  possible  number  of  producers,  producing  points, 
and  forms  of  production.  On  the  other  hand,  it  is 
asserted  that  most  of  those  shippers  who  forward  their 
traffic  in  large  volume  maintain  a consistently  sympa- 
thetic attitude  toward  the  railway  industry  and  are 
t generous  and  considerate  in  their  dealings.  Their  daily 

and  intimate  contact  with  the  carriers,  bringing  with 
it  a necessary  recognition  of  inter-dependence  and  of 
, reciprocal  service,  has  supplied  that  understanding  from 

which  nothing  less  significant  could  have  sprung  than 
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full  acceptance  of  the  truism  that  fair  and  even  generous 
dealing  is  the  expression  of  the  most  enlightened  self- 
interest. 

The  carriers  cannot  escape  a large  share  of  re- 
sponsibility for  the  failure  of  the  smaller  shipper  to  pay 
due  regard  to  so  essential  an  element  in  the  relations 
between  them.  Engaged  in  the  performance  of  a 
service  of  quasi  public  character,  holding  their  rights  to 
administer  their  own  property,  as  they  do,  subject  to 
the  public  right  of  supervision  and  subject  to  such 
modifications  of  their  practices  or  methods  as  public 
opinion  may  justify,  it  is  the  fault  of  the  carriers  them- 
selves if  they  have  failed  to  induce  a favorable  public 
sentiment  through  the  legitimate  instrumentality  of  the 
fullest  and  most  friendly  understandings  with  their 
smaller  as  well  as  their  larger  patrons.  Admitting, 
however,  for  the  purpose  of  the  argument,  the  utmost 
dereliction  in  this  respect  that  can  be  charged  against 
them,  the  railways,  having  resolved  no  more  to  sin  by 
these  omissions,  may  rightfully  demand  the  support 
and  assistance  of  the  larger  shippers  in  bringing  about 
a satisfactory  understanding  with  all  shippers.  Author- 
ity for  this  position  lies  in  the  incontrovertible  fact  that 
the  aloofness  of  the  smaller  shippers  is  the  direct  re- 
sult of  their  fear  or  mistrust  of  their  larger  competitors. 
This  finds  frequent  and  emphatic  expression  in  the  re- 
peated averments  by  smaller  shippers  that  they  are 
not  so  much  concerned  as  to  the  actual  charges  upon 
their  shipments  provided  they  can  be  assured  that  no 
one  else  is  permitted  to  ship  at  lower  rates  or  upon  more 
favorable  terms.  The  abolition  of  rebates  but  partly 
solves  the  problem,  though  I cannot  but  regard  that  as 
the  most  notable  accomplishment  in  traffic  affairs  dur- 
ing the  past  decade.  And,  in  passing,  let  me  say  just 
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here  that,  while  not  failing  to  give  due  and  proper  credit 
to  Congress,  the  Commission,  and  other  governmental 
authorities  for  their  part  in  bringing  about  this  needed 
reform,  yet  we  should  not  fail  to  remember  that  no 
small  part  of  this  result  has  been  due  to  the  initiative 
and  cooperation  of  the  railway  managers  and  traffic 
officers  of  this  country  and  to  their  cordial  support  in 
making  the  laws  on  this  subject  thoroughly  effective. 
To  sell  transportation  in  wholesale  quantities  to  a large 
and  regular  purchaser  has  not  lost  its  attractiveness, 
nor  has  the  ability  to  offer  traffic  in  enormous  quantities 
been  deprived  of  its  persuasive  power.  Miracles  are  as 
unlikely  to  result  from  regulative  legislation  as  from  any 
other  sort  of  human  effort.  The  larger  shipper  still 
possesses  the  advantages,  in  negotiations  concerning 
rates  or  facilities,  which  grow  out  of  the  revenue  pro- 
ducing value  of  his  traffic  and  if  these  advantages  are 
pressed  there  are  lawful  possibilities,  the  realization  of 
which  would  be  resented  by  those  unable  to  profit  by 
them.  Every  railway  traffic  officer  and  every  industrial 
traffic  manager  knows  the  truth  of  this  assertion  and 
both  recognize  the  necessity  of  resisting  the  admission 
into  railway  practice  of  any  concessions  to  the  large 
shippers  which  would  warrant  resentment  from  any 
quarter.  If  railways  were  not  prohibited  from  entering, 
among  themselves,  upon  those  arrangements  which 
would  make  self-restraint  effective  and  secure  stable 
rates  and  the  orderly  maintenance  of  reasonable  re- 
lations with  all  shippers,  the  remedy  would  be  in  their 
own  hands  and  they  could  apply  it  with  wisdom  and 
finality.  But,  their  hands  are  tied  by  existing  laws  and 
even  the  recently  adduced  “rule  of  reason”  apparently 
does  not  relieve  them  from  the  burden  of  the  uneco- 
nomic methods  which  those  laws  impose  upon  them. 
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Therefore,  it  is  necessary  for  them  to  invoke  the  co- 
operation of  the  larger  shippers  and  to  ask  of  the  latter, 
that  they  shall  not,  in  the  furtherance  of  narrow  and 
selfish  interest,  press  upon  even  the  weakest  carrier 
demands  for  lawful  concessions  which,  if  admitted, 
would  become  the  subject  of  complaint  and  bring  about 
a new  period  of  controversy  and  unrest.  The  railways 
are  fully  warranted  in  making  this  request,  for  they  can 
rest  it  confidently  upon  the  truth  that  no  mere  advan- 
tage in  rates  or  facilities  which  any  carrier  could  law- 
fully grant  would,  in  the  end,  compensate  for  the  in- 
juries which  would  come  to  all  through  a renewal  of  the 
controversies  that  have  characterized  the  decade  just 
ended. 

Public  sympathy  is  always  with  the  poor  as  against 
the  rich,  with  the  weak  as  against  the  strong,  with  the 
small  as  against  the  great.  The  under-dog  may  have 
his  jaws  firmly  gripped  upon  the  throat  of  his  rival, 
but  while  the  noise  of  the  contest  continues  the  sym- 
pathy of  the  crowd  is  his.  The  smaller  shipper  may 
have  immense  advantages  in  production  and  even  in 
the  common  market,  but  let  him  acquire  a grievance 
against  a railway  over  alleged  favoritism  to  a larger 
competitor,  and  he  has  only  to  air  it  in  public  to  con- 
vince many  that  duty  requires  them  to  agitate  for  his 
redress.  This  attitude  of  the  public  is  neither  un- 
natural nor  to  be  condemned.  Doubtless  public 
prejudice  in  favor  of  the  small  shipper  will  yield  to 
reason  if  it  appears  that  he  has  complained  without 
justification  but,  even  though  explanation  be  practi- 
cable, the  occasions  requiring  explanation  should  be 
reduced  to  a minimum.  In  short,  if  mutual  under- 
standing between  the  buyers  and  sellers  of  railway 
transportation  is  essential  to  the  general  well-being, — - 
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and  I have  spoken  in  vain  if  I have  not  established  that 
truth — the  small  shipper  must  not  be  disregarded.  He 
too  must  be  satisfied,  for  his  prosperity  and  his  con- 
tentment are  the  safe-guards  of  the  rights  of  the  larger 
shippers,  the  guarantors  of  the  prosperity  of  all. 

When  shippers  and  railways  unite  in  the  deter- 
mination “to  live  and  let  live”  the  railways  may  well 
k be  asked  to  formulate  a standard  for  their  own  well- 
being with  which  they  will  be  satisfied.  It  will  not  be 
difficult,  I apprehend,  fully  to  meet  that  requirement. 
% The  railways  ask  nothing  more  than  the  unquestionable 
enjoyment  of  stable  revenues  sufficient  to  permit  them 
to  fully  maintain  the  integrity  of  their  properties  and 
properly  to  render  the  services  which  the  public  de- 
mands of  them  and  a moderate  return  upon  the  private 
capital  invested  in  the  public  enterprise.  If,  however, 
a road  is  so  fortunately  situated  as  to  be  able  to  earn  a 
larger  return  as  the  result  of  the  imposition  of  rates 
which  are  reasonable,  just  and  undiscriminatory,  then 
no  one  should  gainsay  its  right  to  receive  such  return. 
When  the  supply  of  railway  labor  is  satisfactory  in 
quality  and  ample  in  quantity,  when  capital  is  available 
at  fair  rates  and  in  sufficient  amount  to  build  all  proper 
extensions  and  to  provide  for  all  improvements  that 
would  increase  efficiency  and  minimize  the  possibility 
of  accidents,  we  would  have  a condition  that  applies  to 
every  well-conducted,  successful  American  enterprise. 
Any  other  condition  ought  to  be,  and  in  the  long  run 
will  be,  quite  as  unsatisfactory  to  the  general  public, 
* as  to  railway  managers  and  owners.  Under  present 
conditions,  I am  inclined  to  think  that  it  is  possible  to 
narrow  the  standard  somewhat  further  and  that,  for 
f practical  purposes,  in  this  direction,  the  question  may 
be  considered  settled  when  it  is  ascertained  whether 
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capital  currently  flows  in  ample  volume  into  the  rail- 
way industry.  That  is,  after  all,  the  standard  which 
will  measure  success  or  failure. 

It  is  impossible  to  predict  what  volume  of  new 
capital  will  be  needed  for  railway  development  in  the 
United  States  for  even  the  next  five  years.  Yet  no  one 
doubts  that  the  amount  will  be  very  large  or  that  in- 
dustry will  be  seriously  affected  if  it  is  not  forthcoming. 
It  is  necessary,  then,  to  give  heed  to  the  conditions  under 
which  it  must  be  obtained.  One  of  the  most  significant 
of  these  conditions  is  the  inevitable  competition  for 
capital  with  the  producing  establishment  and  groups 
of  such  establishments  which  constitute  the  larger 
shippers.  Within  scarcely  more  than  a decade  there 
has  been  a great  change  in  the  attitude  of  the  general  in- 
vestor toward  manufacturing  undertakings.  Formerly 
the  capital  for  these  enterprises  was  supplied  by  those 
directly  interested  in  them  and  by  their  immediate 
associates,  who  neither  sought  nor  hoped  directly  to 
draw  largely  upon  the  general  investment  funds  that 
are  handled  through  the  great  exchanges  and  money 
centers  of  the  world.  But  now  all  this  has  been  changed. 
The  numerous  combinations  of  the  smaller  industrial 
enterprises  to  form  larger  single  organizations,  promis- 
ing large  profits  and  permitting  the  issuance  of  securi- 
ties resting  upon  broader  bases  and  with,  apparently 
at  least,  less  risk  of  loss  from  local  depression  or  dis- 
aster, have  opened  the  great  exchanges  to  the  share  and 
bond  offerings  of  these  productive  concerns.  At  the 
same  time  the  pressure  of  increased  cost  of  living  upon 
the  large  class  that  is  wholly  or  partially  dependent 
upon  income  from  securities  has  rendered  a very  large 
body  of  investors  exceptionally  eager  to  obtain  some- 
what higher  rates  of  return  than  is  usually  obtained 
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from  investments  in  railway  securities.  This  mutual 
desire  has,  in  part  at  least,  been  met  by  those  in  charge 
of  industrial  enterprises,  with  the  result  that  large  sums 
of  money  which  might  otherwise  have  sought  invest- 
ment in  railway  construction  and  betterment  have  been 
diverted.  This  effective  competition  for  capital  is  not 
likely  soon  to  cease  and  it  may  therefore  be  safely 
assumed  that  in  the  immediate  future  railway  invest- 
ments must  be  made  more  attractive  and  safe  if  the 
railway  industry  is  to  obtain  its  proper  share  of  avail- 
able capital. 

The  second  consideration  has  reference  to  the  exist- 
ing capitalization  of  nearly  all  the  larger  American 
railways.  Two  general  classes  of  railway  securities 
now  exist  and  are  outstanding  in  the  hands  of  the 
public,  both  of  which  have  numerous  sub-classes. 
The  most  conservative  investors,  including  that  large 
class  representing  fiduciary  investors  consisting  of 
savings  banks,  insurance  companies,  trustees,  and 
others,  who,  from  the  nature  of  the  laws  controlling 
such  investments,  require  the  utmost  safety,  confine 
their  investments  in  railway  capital  to  high-grade 
securities  consisting  usually  of  first  mortgage  bonds, 
and  will  only  become  the  purchasers  of  these  when  they 
know  that  they  are  strengthened  by  additional  expen- 
ditures made  upon  the  property,  which  expenditures 
are  themselves  represented  by  interest  paying  or  divi- 
dend paying  securities.  This  class  of  investors  are 
usually  satisfied  with  relatively  low  percentage  rates 
of  return,  but  demand  unquestioned  security  for  the 
payment  of  both  principal  and  interest.  We  must 
recognize  the  fact  that  the  larger  portion  of  the  capital, 
which  represents  the  tremendous  investment  in  the 
properties  of  the  railway  companies  of  this  country, 
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has  heretofore  come  from  this  class  of  people.  Those 
investments,  however,  have  already  been  made  and 
represent,  in  a large  measure,  the  values  of  the  present 
property  of  the  railway;  and,  in  considering  this  con- 
dition, we  must  not  fail  to  recognize  the  additional  fact 
that  these  first  mortgages  run  for  long  periods  of  time, 
their  maturity  is  projected  into  the  distant  future,  and 
that  the  first  mortgage  bond  in  most  cases  can  no 
longer  be  utilized  by  the  railway  companies  as  a source 
of  capital  or  credit.  Their  purposes  have  been  ac- 
complished, the  money  has  been  received  and  has  been 
expended — in  the  majority  of  case,  I doubt  not,  with 
wisdom  and  prudence — in  the  construction  of  the 
great  highways  which  have  heretofore  served  and  are 
now  serving  the  commerce  of  this  nation. 

In  their  history,  however,  it  has  been  and  will  be 
necessary  for  the  railway  companies  to  appeal  to  all 
classes  of  potential  investors  and  hence  they  issue 
junior  mortgage  bonds,  income  bonds,  equipment  trust 
obligations,  convertible  bonds  and  both  common  and 
preferred  shares.  These  forms  of  securities  have  been 
issued  from  time  to  time  as  conditions  demanded,  and 
as  they  could  be  sold  on  the  market.  In  many  cases 
the  securities  of  the  railroads,  especially  their  junior 
securities,  have  been  marketed  at  higher  rates  of  in- 
terest; or,  if  at  a lower  rate,  then  at  less  than  their  par 
value.  Such  a condition  is  unfortunate  and  it  is  to  the 
interest  of  the  shipping  public  that  those  conditions 
should  no  longer  exist.  The  railway  companies,  hold- 
ing their  property  as  they  do  under  public  supervision, 
should  be  permitted  to  establish  and  maintain  such 
suitable  rates  as  will  give  assurance  to  the  investing 
public  that  the  roads  will  be  permitted  to  earn  a 
sufficient  income  to  pay  a proper  return  upon  such 
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investments  as  are  necessary  to  provide  for  the  public 
service.  When  assurances  of  this  kind  are  given,  a 
properly  managed  road  should  be  able  to  go  before  the 
conservative  investor  and  ask  for  investment  in  the 
junior  securities  of  the  road  upon  terms  which  will 
permit  progress  in  economic  development,  and  the 
establishment  of  the  facilities  demanded  by  the  public- 

The  capital  required  for  this  progressive  develop- 
ment must  come  as  the  result  of  the  sale  of  securities 
whose  attractiveness  and  safety  will  depend  upon  the 
earning  capacity  of  the  railroad  rather  than  upon  the 
value  of  the  property  as  a salable  asset.  This  earning 
capacity  must  be  shown  to  be  uniform  and  progressive, 
year  in  and  year  out.  Its  sole  foundation  rests  upon 
fair,  reasonable,  and  suitable  rates.  When  the  in- 
vesting public  is  satisfied  that  a policy  which  will  per- 
mit such  stability  has  been  adopted  as  the  result  of 
deliberate  judgment  of  the  people  of  this  country,  I feel 
safe  in  predicting  that  the  necessary  capital  will  be 
available  to  the  railroads  on  such  terms  as  will  enable 
them  to  perform  a far  greater  service  to  the  people  than 
they  have  been  able  heretofore  to  render. 

In  the  creation  of  this  public  sentiment,  the  shippers 
must  take  the  leading  part  and  I appeal  to  thoughtful 
men  that  it  is  absolutely  to  the  interest  of  the  shippers 
that  this  condition  may  be  brought  about.  These 
facts  are  the  basis  of  a legitimate  appeal  for  the  con- 
sideration and  cooperation  of  all  shippers,  both  large 
and  small.  The  American  House  of  Industry  is  of 
imposing  strength,  but  even  with  harmony  and  co- 
operation its  strength  is  not  greater  than  is  needed  in 
the  contest  that  is  in  progress.  Divided  it  cannot 
stand,  much  less  could  it  continue  in  prosperous  de- 
velopment. 
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It  is  incumbent  upon  all  to  think  calmly  and  clearly, 
to  throw  aside  prejudice  and  narrow  selfishness  and  to 
work  together  with  candor,  harmony,  and  fair  dealing 
for  the  common  good. 
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